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PUBLIC OWNERSHIP OF TELEGRAPHS AND 
TELEPHONES 

The report entitled, Government Ownership of Electrical 
Means of Communication, prepared by a committee of the 
Post Office Department and transmitted to Congress by the 
Postmaster General in response to a Senate Resolution of 
January 12, 1914, contains the evidence upon which the 
Postmaster General based his recent declaration that the 
policy of government ownership of telegraphs and tele- 
phones should be adopted in the United States. 1 Congress- 
man David J. Lewis of Maryland, a leading advocate of 
government ownership of telegraphs and telephones, founds 
his case for public ownership largely upon evidence of a 
similar character to that contained in this report. 2 The 
American Telephone and Telegraph Company, on the other 
hand, challenges the validity of much of this evidence. 3 The 
importance of the subject, as well as the conspicuous position 
of the parties concerned, warrant a brief examination of this 
evidence and of its significance for the problem of public 
ownership. 

The Post Office departmental report consists in the main of 
a statistical comparison of postal, telegraph, and telephone 
services and rates in the United States and abroad. The 
postal service everywhere is in the hands of the government; 
the telegraphs are government enterprises in every important 
country except the United States; and the telephones are 
administered as a part of the governmental telegraph monop- 
oly in almost every important country except the United 
States. With respect to postal development as measured 
by the number of letters received per capita per annum, the 
United States leads all the rest. With respect to telephone 

1 See Annual Report of the Postmaster General for the fiscal year 1913. 
s See Congressional Record. December 22, 1913, and January 17, 1914. 
* American Telephone and Telegraph Company, Commercial Engineer's Office, 
Commercial Bulletin No. 7, March 2, 1914. 
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development as measured by the number of local calls per 
capita, or by the number of instruments in use, the United 
States leads all the rest. With respect to telegraph develop- 
ment as measured by telegrams received, the United States 
is surpassed by eight other countries, and by one of them, 
New Zealand, in the proportion of eight to one. From 
these statistics the Postmaster General infers that private 
ownership of telegraphs in the United States has been less 
efficient, as compared with other countries, than public 
ownership of the postal service, and that consequently the 
American people might expect a more efficient telegraph 
service through the " postalization " of the telegraphs. 
Congressman Lewis draws the same conclusion from similar 
statistical evidence. 

By another statistical comparison the Post Office depart- 
mental report shows that the number of telephone calls per 
employee in the United States is low as compared with many 
important foreign countries, whilst on the other hand, the 
number of pieces of mail handled per postal employee in the 
United States is high as compared with foreign countries. 
From this comparison the inference is drawn that the tele- 
phone systems of the United States as well as the telegraphs 
are inefficiently managed, compared with the governmental 
telephone systems of foreign countries, or with the postal 
system of the United States. By other statistical compari- 
sons the Post Office departmental report indicates that 
telegraph and telephone rates in the United States under 
private ownership are higher than abroad under public 
ownership, whilst postal rates are substantially the same. 
Consequently, it is inferred that " postalization " of the 
telegraphs and telephones in the United States would bring 
about lower rates as well as a more extended service than is 
now the case. In short, the Postmaster General concludes 
that the cheapest and most popular service can be expected 
only under public ownership. Congressman Lewis draws 
the same conclusions. 

The American Telephone and Telegraph Company is 
equally positive in its assertions to the contrary. It denies 



NOTES AND MEMORANDA 583 

that the institutional inefficiency either of the American 
telegraph service or of the telephone can be demonstrated by 
such statistical comparisons as are employed by the Post- 
master General. On the contrary, it contends, the institu- 
tional efficiency of both services is " clearly superior to that 
of any governmental system." The low comparative 
development of telegraphs in the United States, in its opinion, 
is explained by the " greater efficiency and distribution of the 
telephone." * The greater efficiency of the American tele- 
phone system becomes obvious, in the opinion of the tele- 
phone company, when one compares the actual services 
rendered by the telephone in the United States, with those 
rendered by the telephone under government ownership 
abroad. Telephone rates, both local and long-distance, are 
lower, when consideration is taken of the differences in the 
character of the service and in the value of money in the 
United States and abroad. In short, the company claims 
that both telegraph and telephone rates are actually lower in 
this country, and that the service, considered as a whole, is 
more widely extended than anywhere else on earth. In the 
few countries where the telegraph development, taken alone, 
is greater than in the United States, the superior foreign 
development is easily explained by circumstances which 
reflect no credit on governmental ownership as compared 
with private ownership in the United States. 

Thus the controversy over the comparative merits of 
government and private ownership becomes a controversy 
over the comparative merits of government and private 
statistics. 

It must be confessed that the Postmaster General's statis- 
tics leave much to be desired. Comparisons of the number of 
telegrams received or of the number of local or long-distance 
telephone calls per capita are misleading, unless it also appears 
that the service rendered by the average message or call is 
substantially the same. This does not appear from the 
Postmaster General's comparison. Comparisons of tele- 

1 See Annual Report of the American Telephone and Telegraph Company for 1913, 
p 8. 
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graph and telephone rates likewise depend for their validity 
upon proof of the substantial identity of the services for which 
the rates are charged. Moreover, comparisons of rates are 
inconclusive, unless account is taken of the comparative 
value of money in the various countries, and of the various 
degrees of profitableness of the systems compared. If, as in 
fact is generally the case, a government telegraph system 
is unprofitable, the amount of the deficit must be distributed 
over the traffic in order to estimate the true cost to the public 
of the service rendered. Statistical comparisons designed to 
reveal the comparative efficiency of different telegraph or 
telephone systems are especially liable to misinterpretation. 
A comparison of the number of messages delivered per 
employee by the telegraph administrations of different 
countries may indicate that those countries with a low ratio 
of messages delivered per employee possess a comparatively 
inefficient service; but it may also indicate that the service 
is comparatively widespread. A wide extension of an 
efficient service into places with comparatively little traffic — 
a highly commendable situation, one would think — will 
yield a low ratio just as the maintenance of an inefficient ser- 
vice exclusively in the larger business centers will yield a 
high ratio. 

These criticisms of the Postmaster General's statistics do 
not warrant one's jumping to the conclusion that his figures, 
revised in the light of fuller and more exact information, 
would prove the superiority of private ownership. So far 
as concerns the Postmaster General's case for public owner- 
ship, they warrant nothing more than the bringing in of a 
Scotch verdict, not proven. A judicious man, like the author 
of the telephone company's Commercial Bulletin No. 7, will 
use statistics, not for the purpose of proving much by them, 
but to save himself from having unproved conclusions foisted 
upon him by others. 

The objection to the statistical evidence presented in the 
Post Office departmental reports is not the difficulty of 
drawing from it some valid and trustworthy conclusions, — 
tho that difficulty is real enough. The serious objection lies 
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in the fact that such statistical comparisons are likely to 
prove altogether too much. A comparison, for example, of 
telephone development in Iowa with that in Mississippi will 
furnish the same evidence of disparity with respect to effi- 
ciency as is afforded by the Postmaster General's compari- 
sons in the case of the United States as a whole and Europe. 1 
In the cotton belt, however, private enterprise has enjoyed the 
same freedom as in the corn belt. If the development of the 
service in the former has lagged behind that in the latter, 
the explanation must be sought in circumstances wholly 
unrelated to the question of government versus private 
ownership. In fact, the physical, economic, and social 
conditions are very different in Iowa from what they are in 
Mississippi, and differences in the development of the means 
of communication inevitably ensue. This is true, not only of 
the telegraph and telephone, but of all the means of communi- 
cation, and, indeed, of labor-saving devices generally. One 
would expect to find in Iowa, not only more telephones than 
in Mississippi, but also more automobiles, type-writers, 
cash-registers, steam shovels, and fountain-pens. The same 
holds of a comparison between the United States as a whole 
and Europe. The question of government versus private 
ownership certainly has little relation to these differences. 

The Postmaster General, in his attempt to prove the 
desirability of the " postalization " of the telegraphs and 
telephones, has barked up the wrong tree. The American 
public will never be convinced of the superiority of govern- 
ment ownership by statistical comparisons. Whether or 
not government ownership will " pay " in this country, 
depends partly upon the price which must be given in order 
to acquire the existing telegraph and telephone properties, 
but in the long run mainly upon the character of the organiza- 
tion which will be provided under government ownership for 
the conduct of the business. The Postmaster General who 
would win the confidence of the public for a proposal to 
" postalize " the telegraph and telephone, must produce, not 

i Sec Census Bulletins on Telegraphs and Telephones in the United States, 1902 and 
1907. 
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statistics, but a plan for the conduct of the business, which 
will hold out the promise of more economical and more 
efficient operation than is now the case. The Post Office 
departmental report contains no intimation of the present 
existence of such a plan; nor, on the other hand, does the 
telephone company's Bulletin furnish grounds for the pre- 
sumption that such a plan could not be devised. 

A. N. Holcombe. 
Harvard University. 



THE DEVELOPMENT OF ALASKA BY GOVERN- 
MENT RAILROADS 

The recent act (March 12, 1914) authorizing the President 
to construct a thousand miles of railroad in Alaska has again 
directed public attention to this little-known and, therefore, 
much misunderstood and much neglected Territory. Alaska 
has been pictured, on the one hand, as a barren polar waste 
valuable only to the gold and fur seeker, and, on the other, 
as a veritable eden with almost unlimited resources. Hence 
there has been much confusion of counsel as to our proper 
attitude toward it. 

In spite of many legislative errors of omission and com- 
mission this northern colony has prospered. Its population 
of sixty-four thousand souls, less than forty thousand of 
whom are whites, purchased in 1913 domestic goods to the 
value of $21,097,000 together with some half a million dollars 
of foreign imports. They sent in return minerals and fishery 
products, aggregating over $36,000,000. In the forty-five 
years since its acquisition Alaska has produced minerals, 
including gold, copper, silver, and marble worth $250,000,000, 
fish to the value of $163,000,000, and these, with furs and the 
like, have brought the total value of the exports to half a 
billion dollars. The United States has expended for Alaska, 



